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25 FINANCIAL INSTITUTIONS — SECURITIES DFI-Sec 5.01

Chapter DFI-Sec 5

REGISTRATION AND NOTICE FILING PROCEDURES FOR INVESTMENT ADVISERS,
FEDERAL COVERED INVESTMENT ADVISERS, AND INVESTMENT ADVISER

REPRESENTATIVES
DFI-Sec5.01  Registration procedure. DFI-Sec 5.07 Registration and notice filing period.
DFI-Sec 5.02 Net worth requirement. DFI-Sec 5.08 Withdrawal of registration.
DFI-Sec 5.03 Investment advisers’ records. DFI-Sec 5.09 Denial, suspension, revocation and censure.
DFI-Sec 5.035 Investment advisors with custady DFI-Sec 5.10 Electronic filing.
DFI-Sec 5.04 Reporting requirements. DFI-Sec 5.1  Federal covered investment adviser notice filing procedure.
DFI-Sec 5.05 Practice and advisory contract rules. DFI-Sec 5.12 Transition filing.
DFI-Sec 5.06 Prohibited conduct. DFI-Sec 5.13 Registration exemptions.

(b)History: Cha%ter SEC 5 was rgnumgered chapte(r DI;I(B§665léﬂder s. 13.93 (@mless the application otherwise becomedeefive unders.
1., Stats., and corrections made under s. 13.93 (2m 6. and 7. RStasser,
December1996, No. 492 s 551'406(3) (a) Stats.
2. For purposes of §51.406 (3) (b)Stats., a writtemequest
DFI-Sec 5.01 Registration procedure. (1) Applica- for additional information is not limitetb the applicant or the
tions for initial and renewal registration of investment adviser arfPplicant'semploying investment advisdsut may includether
investment adviser representatives, as well as amendmenfgduestof third—party sources relevant to the application.

reports,notices, related filings and fees, shall be filed with: 3. Before action on an application, the division may designate
(a) The division on forms prescribed by the division iDBI- anemployee to make an examination of the books, records and
Sec9.01 (1) or affairs of the applicant at the applicamexpense.

(b) The investment adviser registration depository on forms (3) (a) Unless waived under suld.), each applicant for an ini
establishedor the investment adviser registration depository tial registration as an investment adviser or as an investment

(2) (a) Aregistration application for purposes 0551.406 adviserrepresentative shall take anc‘i‘ pass W|th|n”the two year
Stats. consists of all information required by the fopmescriped Period immediately preceding the “FILINGDATE" of the
undersub.(1), any additionainformation required by the division aPplicationreflected on theecords of the central registration
andall required fees. Any documents or fees required to be fil@gPositorythe post-1999 versiaf the examination specified in
with the division that are not permitted to be filed with or canngtPd-1., or the post-1999 version of the Series 66 examination
be accepted by the investment adviser registration depositorySecifiedin subd.2.
the central registration depository shall be filed directly vitita 1. The Series 65 Uniform Investment Adviser LBmamina
division. tion.

(b) An application for initial registration as an investment 2. The Series 7 General Securities Representative Examina
adviser under this paragraph shall be deemed filed undert®mn as well as the Series 66 Uniform Combined State Law
551.406(1), Stats., on the date the application is transferred frdxamination.

“NO STATUS” to “PENDING” onthe records of the investment () |f the investment adviser is an entifyen a supervisory or
adviserregistration depositoryAn application for renewal of a control individual shall take arghss the examination required in
registrationas an investment adviser under grasagraph shall be par. (a).

deemediled under $551.406 (4) Stats., when thige on deposit 4y "The examination requirement in sug) shall be waived
with the investment adviser registration depository has been alll(g»r any applicant who meets any of the following criteria:

catedto the division. ) .
“ e . . (a) 1. The applicant has taken and passed either the post—1999
(c) An “application” for initial registration or farenewal of & o gjonof the Series 65 Uniform Investment Adviser Stader
registration asn investment adviser representative for an invest, o vion or both the post-1999 version of the Series 66 Uni
mentadviser registered under this chapter or a federal covelngﬁ] Combin’ed State Law Examination and the Series 7 General

investmen@dviser notice filed undehis chapter consists of theSecuritiesRepresentative Examination witH2ryears prior to the
paymentof Wisconsin investmerddviser representative registra datethe application is filed with the division: or

tion or renewal feego the central registration depositorAn . )

applicationfor initial registration as an investment advissgre 2. The applicanhas been registered as an agent of a broker—

sentativeunder this paragraph shall be deertfiddd” under s. dealerwithin two years prior to the date the application is filed,

551.406(1), Stats., on the date when the application is designate@sedon having passed the post-1999 version of the Series 66

readyfor approval on the records of the central registration-depd<@minationand the Series 7 examination.

sitory. An application for renewal of a registration asagrent (b) The applicant has been registeredmivestment adviser

underthis paragraph shall be deemed “filed” undé&54..406(1), or registered as an investment adviser represeniataey juris

Stats. when the fee on deposit with the central registration depogiction in the UnitedStates within 2 years prior to the date the

tory has been allocated to the division. applicationis filed if that jurisdictionrequired the examinations
(e) An electronic signaturefafed to any filing made icom  SPecifiedin sub.(3) (a)

pliancewith the requirements of the investment adviser registra (c) The applicant has received an order of the divisasued

tion depository or the central registratidapository shall consti undersuch conditions as the division may prescribe, waiving the

tute irrefutable evidence of legal signature by any individuakquiremento take and pass the examination in $8)p.

whosename is typed on the filing. (d) The applicant provides the division with proof that he or
(f) 1. Pursuant to §51.406 (3) (b)Stats., the &ctivedate shecurrently holds onef the following professional designations

of a registration application is deferred untilon on the 45th day andat the time of filing an application is current and in good stand

after the filing of any amendmerdompleting the application, ing with the granting authority:
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DFI-Sec 5.01 WISCONSINADMINISTRATIVE CODE 26

1. Certified Financial Planner (CFP) issued by the Certifieéée)r(zat)) é?t,[l%)%g%g% (&% rg%%% gnnd(g; ?5)12}%2 ((f‘rﬁ) e(b_) ?éragigé, r%ztr;i%eorgDNegeghg
H H . — . IS .
FinancialPlanner Board of Standards, Inc. eff. 1-1-10;CR 10-062 cr. (2) (f) 3., r and recr. (4)(‘JJ (2)Register September 2010

2. Chartered Financial Consultant (ChFC) awarded by th. 657 eff. 10-1-10

AmericanCoIIege,_Bryn .Mawrl.:’e.nnsylvania. - DFI-Sec 5.02 Net worth requirement (1) Each
A 3. Pelr sotr_ltalt Flnfaguﬁp%cghztl_(TS) adtmlrllstered by they\estmentadviser registered or requiredte registered under
mericaninstitute ot Lertified Fublic Accountants. ch. 551, Stats., whose principal fafe is in this state and who
4. Chartered Financial Analyst (8Fgranted by the Associa acceptsprepayment of fees exceeding $1,200 gient that are

tion for Investment Management and Research. collectedsix or more months in advance, shall maintain at all
5. Chartered Investment Counselor (CIC) granted by thienesapositive net worth. The division may require that a current
InvestmentAdviser Association. appraisabe submitted in order to establish the wartany asset.

(e) The applicant is registered as an agent of a broker—deale(2) Exceptas follows, each investment adviser registered or
that conducts investmeradvisory services under its broker-requiredto be registered under ¢b51, Stats., whose principal
dealerregistration who is not required by the agemiome state office isin this state who has custody of client funds or securities
to make a separaféing on the central registration depository ashallmaintain at all times a minimum net worth of $35,000:
aninvestment adviser representatiget who has previously met  (a) Investment advisers having custody solely as a resalt of
theexam_ination requirement in suB) or received a waiver from directfee deduction, as described irD:I-Sec 5.03%4) (a) 2,
thatrequirement undepars.(a) through(d) and(f) and has pro  who comply with all of the conditions in BFI-Sec 5.035 (1{f),
vided proof that the home state permits transacting business aggfwho make and maintain threcords required in £FI-Sec
investmentadviser representative under the agergyistration. 5.035(3) (b), shall not be required womply with the net worth

(f) 1. The applicant was registered as an investawviser requirement in this subsection.
or registered as an investment adviser represeniativés state (b) Investment advisers having custody solelyaassult of
on December 312008, except that the administrator may requirgdvising pooled investment vehicles, as defirinds. DFI-Sec
additionalexaminations for any individual found to haxielated 5.035(4) (a) 3, whocomply with all of the conditions in BFI-
any state or federal securities law Sec5.035 (1) (gpr(2) (c)and who create and maintain teeords

2. The applicant was registered in this state on Dece@iber requiredin s.DFI-Sec 5.035 (3) (¢lhall not beequired to com
2008 as an agent for a registered broker—-dealer that was &y with the net worth requirement in this subsection.
approvedo act as an investment adviser in this state and who alsq3) If an investment adviser @ individual, the person shall
met the examination requirement in su8), except that the segregatérom personal capital an amountfaiént to satisfy the
administratormay require additional examinatiofes any indi  netcapital requirement, and the amount so segregated shak be uti
vidual found to have violated any state or federal securities laWized solely for thebusiness for which the investment adviser is

(5) Priorto issuance of eegistration as an investment advjserregistered.
atleast oneemployee located at the principalicé of the invest (4) Therequirements of subgl) and(2) shall not apply to any
mentadviser must be designated in thgistration application on investmentadviser that has its principalffigk in a state other than
the form prescribed in DFI-Sec 9.01 (1) (band filed with the this state, provided that the investment adviser is registered in that
division to act in a supervisory capacity and be registered asstateand is in compliance with that sta@inimum net capital
investmentadviser representative for the investment advised  requirementsif any.
mustsatisfy the examination requirement in s(8).unless the  (5) For purposes of this sectiothe term “net worth” means
examinationis waived under sulf4). an excess of assets over liabilities, as determinedemnerally

(6) Any application for registration which et completed or acceptedaccounting principles, but shall not include as assets any
withdrawnwithin 6 months from thelate it is initially received of the following:
may be deemed materially incomplete unde$%1.412 (4) (a) (a) Prepaid expenses, deferreliages, goodwill, franchise
Stats.,and _the _lelSlon may issue an order denyfigctiveness rights, organizational expenses, patents, copyrightarketing
to the application. rights, unamortized debt discount and expense, and all other

(7) Everyinvestment advisewhose principal dice is located assetsf an intangible nature.
in this state shall have at least one person registered as an investo) Home, home furnishings, automobiles and any qiker
mentadviser representative employedafull-time basis at its sonalitems not readily marketable, if the investment advisanis
principal office. individual.

History: Cr. Registey Decemberl977, No. 264eff. 1-1-78; am. (1)Register, f

December1979, No. 288ef. 1-1-80; am. (1) and (), renum. (4) (b) and (c) to be  (C) Advances or loans to stockholders anficefs, if the

(4) (c) and (d), cr(4) (b), r and recr(5), Register,December1980, No. 30pef.  iInvestmentadviser is a corporation.

1-1-81;am. (3) to (5)Registey December1982, No. 324eff. 1-1-83; am. (1) and i H

(2), v and reci(3) and (4)Register Decemberl983, No. 33pef. 1-1-84- am. (3), _ (4) Advances or loans to partners or members, if the invest

renum. (4) (g) to be (4) (h), ci4) (g), Register December1986, No. 372efr.  mentadviser is a partnership or limited liability company

1-1-87;renum. (3) to be (3) (a) and am., renum. (4) (b) to (h) {@pk) to (i), r ivisi i i

(4 (intro.) and (a), ci(3) (b), (4) (a) and (bRegister December1987, No. 384ef. (6) Thedivisionmay by order exempt any investment adviser

1-1-88renum. (4) (c) to (i to be (4) (d) to 4., (4) (b) 3. and 4. and (c) 5. and; amWhoseprincipal ofice is in this state from the provisions of this

513), r. ?Agd(rc)e(z_r(ztl),F)ee';gistle{DeDcembeglglgg% é\l?\l 44;‘%3 %_11_33{33”1' @ (b)(g). Eam)d section,either unconditionally or upon specified conditions, if by
., CIL C) (Intro.),Rregistey Decemoer. , NO. . 1-1-6Y9; renum. a), H B H i

(1. 105 to be (4) (@) (intro.) and 2. o 6. and am. (intro.JAp(a) L. am. (4) (b} reasc_)nof thespecial nature _of its busmess_ or the partl_cular facts

(intro.), r. (4) (c) (intro.) Registey December1990, No. 420efl. 1-1-91; am. (3), and circumstances of trmao_pl_lcatlo_n, the division determmes tha_t

r. ??Sd(g)%%(ﬁFieglljsterDebceTgbge;lﬁgﬁglé). &44{1&{. 5—51—93 drenur?é)@) (a)(ZO) ((3)) compliancewith the provisions is not necessary in the public

r. ,Registey becemboer. ,NO. er. 1-1-95; rand recr(3), am. a, H H H

and(5), Registey Decemberl995, No. 480efl. 1-1-96; am. (1), (3) (intro.), (4) (b), |nte_=restor for th_e protection of investors. ’

(5) and (7),Register December1998, No. 516eff. 1-1-99;r. and recr(3), am. (4) History: Cr. Register December1977, No. 26deff. 1-1-78; cr (3), Register,

(a), cr. (4) (d),Register December1999, No528 eff. 1-1-00; emag. am. (4) (b), December1992, No. 444ef. 1-1-93;am. (1),Registey December1995, No. 480

cr. (4) (e), ef. 1-1-00; am. (4) (b), c(4) (e),Register May, 2000, No. 533eff.  eff. 1-1-96; am. (1), renum. (2) and (3) to be (3) and (6) and am..(6),q#) and

6-1-00;emegency rand recr(1) and (2), cr(8), ef. 1-1-01;CR 01-025 r.and  (5). Registey December1998, No. 516efl. 1-1-99; rand recr(1) and (2) Register,

recr.(1) and (2), cr(8), Register July 2001, No. 54. 8-1-01; correction in (1fp) ~ December1999, No. 528eff. 1-1-00,CR 04-074am. (2Register December 2004

madeunder s. 13.93 (2m) (b) 7., StatRegisterDecember 2001 No. 55ZR  No.588 eff. 1-1-05;CR 08-077am. (1), (2) (intro.), (3), (4), (5) (intro.) and (d)

02-102 renum. (1) (a) to be (1) (a) 1. and am., renum. (1) (b) to be (1) (b) 1. and aREgisterDecember 2008 No. 636f. 1-1-09.

cr. (1) (@) 2., (1) (b) 2., am. (2) (a), (c) (d) 3. andRe)gister December 2002 N4 )

ffgnlc;rg??:l()iR(gfi(;%zgr?é)(ﬂ(tg)(,d(f% (Z%EO(EC)),r(élg Lfr??’(%)(%')“é"%hg"g‘?&%%d D(g%,_ DFI-Sec 5.03 Investment advisers’ records.

Sec 5.04 (3) (b) and (c), renum. (3) to be (3) (2) and am. (3) (&) (nwe2), @, (3) &) Everyregistered investment adviser whose principatefs

(b) and (4) (PHRegister December 2008 No. 62f. 1-1-09; corrections in (2) (c), iNn this state shall prepare and keep current at tfieg,abr at a des
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27 FINANCIAL INSTITUTIONS — SECURITIES DFI-Sec 5.03

ignatedoffice located in this state, as specified in writing to, anandnature of the transactiothe execution price, and information

permittedby, the division, or at an fi€e under the direct supervi regardingclient transactions in the same security

sionand control of the principal or designatetiogf, the follow (0) A record of thenitial offer and deliveryevidenced by the

ing books and records relating to its business: client's written acknowledgemenas well as the annualfef or
(a) All partnership agreements, or all articles of incorporatiodglivery,or both, to each client of the advisebrochure or other

by-laws,minute books and stock certificate books of the invesiocumentused to comply with FI-Sec 5.05 (8)

ment adviser (p) 1. A copy of each brochure and supplement and each

(b) A general ledger (or other records in tase of a sole pro amendmenbr revision to the brochure supplement, given or
prietor) reflecting all assetiability, income, expense, and capitalsentto any client or prospective client of the investmatiser
accounts. asrequired by sDFI-Sec 5.05 (8)

(c) A record showing all payments received, including date of 2. A summary of material changes that are required by Part
receipt,purpose, and from whom received; and all disbursemer2sf Form ADV, but are not contained in the brochure or supple
including date paid, purpose, and to whom made. ment;and

(d) A record showing all receivables and payables. 3. Arecord of the datdbat each brochure and supplement,

(e) Al trial balancesfinancial statements, and internal audif@chamendment or revision thereto, and each summary of mate

working papers which may be prepared relating to the businesdigt changes, was given orfefed to any client or to any prospec
theinvestment adviser tive client who subsequently becomes a client.

() A memorandum of each order given by the investment () Copies bearing signatures tife investment adviser
adviserfor the purchase or sale of any secudfyany instruction 2PPropriatesignatory and the investment adviser representative,

receivedby the investment adviséom the client concerning the ©f €achinitial For;n U-4 and eﬁCh aénendment t?\ tn%disclqsu:je
purchasesale, receipt or delivery af particular securifyand of €Portingpages of Forn=4. These documents shall be retaine

any modification or cancellation of any order or instruction. ThBY the investment adviser who prepared the filing on behalf of the

memorandashall show the terms and conditions of the grdefvestmentdviser representative.

instruction,modification or cancellation; shatlentify the person ~ (2) Eachregistered investment adviser who renders invest
connectedwith the investment adviser who recommended tHBeNtsupervisory or management service to any client shall, with
transactiorto the client and the person who placed the oafet; respecto the portfolio being supervised or managed and to the
shallshow the account for which entered, the date of gaythe extentthat the information is reasonably available tolatainable
bank, broker or dealer by or through whom executed. OrdefY the investment advisemaintain and keep current:
enteredpursuant to thexercise of discretionary power shall be so (a) Records for each client showing the securities purchased
designated. or sold on advice of the advisend the date, amount, and price

(g) Copiesof all written communications, correspondencedf each purchase and sale.
confirmations,appraisals andther records relating to investment (b) Records identifying the client and tberrent amount or
activitiesof clients. interestowned by each client for each security in which any client

(h) A separate file containing a copy of all complaints mad#sa current position.
or submitted by clients relatirtg investment activities for clients,  (c) Wtitten information concerning clients net worth, annual
and all investigative inquiries made by law enforcement and segicome and other financiainformation, investment objectives
rities regulatory authorities to the investment adviser or its investnd experience and such other information necessary and relied
mentadviser representatives regarding their securities and-nvegionby the investment adviser to determine the suitability of any
ment advisory business, and containing evidence, includingivestmentrecommendation onvestment advice to the client.
representativeeopies,of the responses made by the investmeriihe written information shall be updatedhen the investment
adviserand its investment adviser representatives to the coatlviserreceives information from the client that resultsnate
plaint or investigation. Irihis paragraph, “complaint” means anytial changes to the cliestannual income, net worth, investment
written or oral statement of a clientamy person acting on behalfobjectivesor other changes to informationfedting the invest
of a client alleging a grievance involving the activities of persorfigentadviseis ability to make suitable recommendations for the
underthe control of the investment adviser in connection witBlient as required under BFI-Sec 5.06 (4)
providinginvestment advice or placing orders on behalf of clients. (3) Every registered investment adviser shaieserve for a

(i) Alist or other record of all accounts in which the investmeggriodof not less than 5 years, the firstears in an easily accessi
adviseris vested with any discretionary power with respect to ttide place, all records required under sutiyand(2) exceptthat
funds, securities or transactions of any client. recordsrespecting an account required under §u(i), (j) and

() A copy of all powers of attomey and other evidences of ) 5 B BEReret. Y FERaemEdt BCH et o ing wivch
grantingof any discretionary authority by any client to the |nves{h o ty e b 3 2nd Y d 9 3 urd
mentadviser o to a third party elast entry was made on such record and records required under

. . . sub.(1) (a)shall be preserved by the investment advisemafor

(k) A copy of all written agreements entered into by the 'Hvee?%eriodof not less than 3 years after withdrawal or expiration of its
ment adviser with any client, or with any other person if the agreggistration in this state. The record may be retained by computer
mentrelates to the business of the investment adviser if a printed copy ofhe record can be prepared immediately upon

(L) Afile containing any advertisement (as defined within request. In the event a record has been preserved for 2 gears
meaningof section 20§4)-1. of the investment advisers act ofequiredin this subsection, a microfilm copy may be substituted
1940)used in connection with thefefing of the investment advi for the remainder of the required period.

sory services in this state. (4) Every branch dice as defined in DFI-Sec 1.02 (7)of
(m) A record or information demonstrating compliamgéh  a registered investment adviser whose principfitefis in this
the net worth requirement in BFI-Sec 5.02 state shallprepare and keep current the records described in subs.

(n) A record that complies with Rule 204-2 (&2) under sec (1) (). (), (9). (h), (k) and(L) and(2) (a) (b) and(c).
tion 204 of the investment advisers act of 1940 containing-infor (5) Therecords required in suf4) shall be preserved at the
mationfor all securities transactiondexted for theaccount of the branchoffice for a period of not less than 3 years, the first 2 years
investmentadviser or any of its employees subject to that rulé an easily accessible place. Upon closinthefbranch dice,
including the title and amount of the security involved, dade therecords shall be transferred to the honfie@for the duration
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DFI-Sec 5.03 WISCONSINADMINISTRATIVE CODE 28

of the required retention period. The record may be retaineddayd of the period and settinfprth all transactions during that
computerif a printed copy of the record can be prepared immedieriod;and
atelyupon request. H record has been preserved for the first year p  The investment adviser shall engage an independent certi
of the 3—year period required iihis subsection, a microfilm copy fied public accountant to verify all client funds and securities by
may be substituted for the remainder of the required retenti@@y,a|examination at leasince during each calendar year at a
period. time chosen by the accountant without prior notice or anneunce

(6) Therequirements of subgl) to (5) shall notapply to any mentto the adviser and that is irregular from year to .ydare
investmentdviser that has its principaffiot in a state other than accountanshall file acopy of the special examination report with
this state, provided that the investment adviser is registered in that division within 30 days after the completion of the examina
stateandis in compliance with that statebooks and records tjon, stating that it has examined the funds and secusiies
requirementsif any. describingthe nature and extent of the examination; and

(7) Thedivisionmay by order exempt any investment adviser ¢ jthin onebusiness day of the finding of any materiat dis
from all or part of the requirements of this section, either U“GO”%'Lepancieshdentified during the course dfe examination under

tionally or upon specified conditions, if by reason of the specig}pg 2. b, the accountant shall notify the division of the diserep
natureof its business, the division finds that issuapicéne order ancy by means of a facsimile transmissioelectronic mail, fol

is necessary or appropriate in the public interest or for the proteg, 2 g by first class mail, directed to the division

tion of investors. . o ) .
History: Cr. Registey December1977, No. 264efl. 1-1-78; r and recr(1), 3. If the mveStmen_t adviser is a ger_]e':al pé_lrm?r of a limited

renum.(2) and (3) to be (3) and (4) and am. (2}, Register December1980, No.  partnershipjs a managing member of a limited liability company

300, eff. 1-1-81; am. (3)Registey December1984, No. 348ef.. 1-1-85;am.(1) iti i

(h), Registey December1989, No. 408eff. 1-1-90; am. (1) (intro.), renum. (4) to or hC;|dSr? Clongﬁarabmsntlo? ftor anotther typeé)f pgolgdaanESt

be (6), cr (4) and (5)Registey December1991, No. 432efl. 1-1-92; am. (1) MeNt VenIcle, the account statements required un edpar or ]

(Intr&;, genunl. (|63) to be b(%g(g?ﬁ:q%—:ére IﬁDefng%rl%g), E\IO) 445‘-%#.) é_l-_?s 2. a, shall be sent to each limited partmeember or other benefi

am. (4),Register Decembe , No. . 1-1-95cr. m) and (n)Register, : Fn :

December1995, No. 48peff. 1-1-96; am(1) (intro.), renum. (2) to (5) and (7) to cial owner O_r their |ndepender?t representative. .

l{g sg:;) ,t\lo (%)l%ndﬁ(ii) eing éﬂm- ((f)) (ar;d (6),( g)Rand (t7), 5(6), R%glsltgggeﬁemgzeé (e) If a client does not receive account statements and notices
,INO. erm. 1-1-99; cr 0),am. ;~Registey becemoer. , NO. H H H H H

eff. 1-1-00; am. (1) (h) and (5), rerum. (1) (0) © be (3) (c) and artl) éo),Regis-  directly from the adviser or custodian, the investmadviser

ter, December2000, No. 540ef. 1-1-01; emay. ct (1) (p) and (q), éf1-1-01,CR  shall obtain from the client aritten designation of an indepen

01-025cr. (1) (p) and (g)Register July, 2001, No. 54,7eff. 8-1-01;CR 04-074 i i i g i

r. (2), renum. (3) to (8) to be (2) to Register December 2004 No. 5&8. 1-1-05; ggg(t)renﬁreéﬁgﬁgﬁ t;EC?éve,.rCér& thﬁ d(él;em b:nh dalcfi, notices and

correctionin (4) made under s. 13.93 (2(b) 7., StatsRegister December 2004 No. unts S as requi u ey (d).

588 CR 08-077am. (1) (intro.), (f) to (k), (m) to (0) and (2) to ister December ; i i
2008No. 636 eff. 1—(1—)(§9: co)rrgz:tiorg %n((4§ méd)e und(e)r S. f:I?%BQQZ (4) (b) 7., Stats, (f) An adviser who hasustody as defined in SLM) (a)asa

RegisterDecember 2008 No. 636 resultof having fees directly deducted from client accouass,
describedn sub.(4) (a) 2, shall comply with all of the following:
DFI-Sec 5.035 Investment advisors with custody . 1. The adviser shall obtain written authorization from the cli

(1) Exceptas provided in sulf2), and subject to the definitions entto deduct advisory fees from the account held with the qual
in sub.(4), it shall be a prohibited business practice for an irvesfied custodian.
mentadviser registered, or requiredde registered, to have eus 2 Except as provided in subtl, each time dee is directly

tody of client funds or securities unless the investment advisgéductedrom a client account, the adviser shall concurrently do
complieswith all of the following: both of the following:

(&) The investment adviser notifies the division promptly in

writing on Form ADV that the investment adviser has or may hay@ bZ' dz%r;%ttggl;ﬂmﬁﬂg %T}?gg&gﬂ?ﬁ?:;éhe amount of the fee
custody. ’

Note: Form ADV is available online at the website of the Investment Adviser Reg b. Send the client an invoice itemizing the fee. Itemization
istrationDepositorywww.iard.com and may be filled ouand submitted electroni  Includesthe formula used to calculate tlee, the amount of assets
cally. -~ ) o __undermanagement the fee is based on, and the time peried cov

(b) A qualified custodian maintains the funds and securitieséfedby the fee.
a separate account for each client under that ciertme or in 3. The investment adviser notifitie division on Form ADV

accountsthat contain only client funds and securities, unttler ;e jnvestment adviser intends to comply with subdand
investmentadvisets name as agent or trustee for the clients. 2

(c) When an investment adviser opens an account with a quali
fied custodian on a cliert’behalf, either under the clientiame

or under the investment advis&&name as agent, the investme ars.(a) through(f), is not required to meet the finandiatjuire

advisershall notify theclient in writing of the qualified custo ! : : : _
dian'sname, address, and the manner in which the funds Or_secr@rt]entsfor custodial advisers prescribed iré:|-Sec 5.02 (2)

tiesare maintained, promptly when the account is opened and fol (§) An investment adviser who has custody as described in
lowing any changes to this information. sub.(4) (a) 3.and who does not meet the exception provided under

(d) Account statements shall bent to clients in compliance sub.(2) (c)ghall comply Wit_h each of the follgwing:
with one of the following: 1. The investment adviser shall hire an independent party as

1. If client funds or securities are held by a qualifieste definedin sub.(4) (b)to review all fees, expenses and capital with

dian, the investment adviser shailve a reasonable basis fofdrawaisfrom the pooled accounts. o .
believingthatthe qualified custodian sends an account statement, 2. The investment adviser shall send all invoices or receipts
at least quarterlyto each client for which it maintains funds orto the independent partgtetailing theamount of the fee, expenses
securitiesjdentifying the amount of fundand of each security in or capital withdrawal, and the method of calculatsanthat the
the accountat the end of the period and setting forth all transaidependenparty can do both of the following:
tionsin the account during that period. a. Determine that the payment is &wcordance with the

2. If client funds or securities are held by the adviser: pooledinvestment vehicle standards set fdritthe partnership

a. The investment adviser shall send an account statemenf@€emenbr membership agreement.
leastquarterly to each client for whom the investment adviser has b. Forward to the qualified custodian, written apprdeal
custodyof funds or securities, identifying the amount of funds angaymentof the fee, expense or capital withdrawal, and provide a
of each security of which the investment adviser has custody atdbey to the investment adviser

4. An investment adviser having custody as described in sub.
4) (a) 2.and who complies with the safekeeping requirements in

Published under s. 35.93, Stats. Updated on the first day of each month. Entire code is always current. The Register date on each page
Register September 2010 No. 657 is the date the chapter was last published. Report errors (608) 266—-3151.


http://docs.legis.wisconsin.gov/document/statutes/35.93
http://docs.legis.wisconsin.gov/document/statutes/35.93
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.03(1)
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.03(5)
http://docs.legis.wisconsin.gov/document/administrativecodearchive/264/toc
http://docs.legis.wisconsin.gov/document/administrativecodearchive/300/toc
http://docs.legis.wisconsin.gov/document/administrativecodearchive/300/toc
http://docs.legis.wisconsin.gov/document/administrativecodearchive/348/toc
http://docs.legis.wisconsin.gov/document/administrativecodearchive/408/toc
http://docs.legis.wisconsin.gov/document/administrativecodearchive/432/toc
http://docs.legis.wisconsin.gov/document/administrativecodearchive/444/toc
http://docs.legis.wisconsin.gov/document/administrativecodearchive/468/toc
http://docs.legis.wisconsin.gov/document/administrativecodearchive/480/toc
http://docs.legis.wisconsin.gov/document/administrativecodearchive/480/toc
http://docs.legis.wisconsin.gov/document/administrativecodearchive/516/toc
http://docs.legis.wisconsin.gov/document/administrativecodearchive/516/toc
http://docs.legis.wisconsin.gov/document/administrativecodearchive/528/toc
http://docs.legis.wisconsin.gov/document/administrativecodearchive/540/toc
http://docs.legis.wisconsin.gov/document/administrativecodearchive/540/toc
http://docs.legis.wisconsin.gov/document/cr/2001/25
http://docs.legis.wisconsin.gov/document/cr/2001/25
http://docs.legis.wisconsin.gov/document/register/547/b/toc
http://docs.legis.wisconsin.gov/document/cr/2004/74
http://docs.legis.wisconsin.gov/document/register/588/b/toc
http://docs.legis.wisconsin.gov/document/register/588/b/toc
http://docs.legis.wisconsin.gov/document/register/588/b/toc
http://docs.legis.wisconsin.gov/document/cr/2008/77
http://docs.legis.wisconsin.gov/document/register/636/b/toc
http://docs.legis.wisconsin.gov/document/register/636/b/toc
http://docs.legis.wisconsin.gov/document/register/636/b/toc
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(2)
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(4)
http://www.iard.com
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(1)(d)2.b.
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(1)(d)1.
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(1)(d)2.a.
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(1)(c)
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(1)(d)
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(4)(a)
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(4)(a)2.
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(1)(f)4.
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(1)(f)1.
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(1)(f)2.
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(4)(a)2.
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(1)(a)
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(1)(f)
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.02(2)
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(4)(a)3.
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(2)(c)
http://docs.legis.wisconsin.gov/document/administrativecode/DFI-Sec%205.035(4)(b)

Published under 85.93 Wis. Stats., by the Legislative Reference Bureau.
29 FINANCIAL INSTITUTIONS — SECURITIES DFI-Sec 5.035

3. The investment adviser shall notify tiwision on Form comply with all of the applicable safekeeping provisions under
ADV that the investmeratdviser intends to comply with subds. sub. (1), including taking responsibilitjor those requirements
and2. thatare designated to be performed by a qualified custodian.

4. An investment adviser having custody as described in sub.(3) (a) If an investment adviser receives or obtaicient’s
(4) (a) 3.and who complies with the safekeeping requirements $ecuritiesor funds inadvertentjybut returns them to the client
pars.(a) through(e), together with the requirements in p@), within three business days of receipt, forwards third party
will not be required to me#te financial requirements for custo checkswithin 24 hours of receipt, the adviser witht be consid
dial advisers prescribed in BFI-Sec 5.02 (2) eredto have custodyut shall keep the following records relating

(2) (a) With respect to shares of an open—end investment cofl the inadvertent custody:
panyas defined irsection 5 (a) (1) of the investment company act 1. A ledger or other listing of all securities or funds held or
of 1940, an investment adviser may use the investment compam@gtained,including the following information:
transferagent inlieu of a qualified custodian for purposes of eom  a. |ssuer.
plying with sub.(1). b. Type of security and series.

(b) 1. .An investment advi.s.er is not required to comply vyith ¢. Date of issue.
sub.(1) with respect to securities that meet all of the following £ gept instruments, the denomination, interest rate and
requirements: maturity date.

a. The securities are acquired from the issuer in a transaction ¢ - cetificate numbeincluding alphabetical prefix or i
or series of transactions not involving a publitedhg. . . .

b. The securities are uncertificated, and ownerskip f. Name n which reglstgred.
recordedonly on the records of the isstarits transfer agentin 9+ Date given to the adviser

the name of the client. h. Date sent to client or sender

c. The securitiesire transferable only with prior consent of 1. Form of delivery to client or sender copy of the form of
theissuer or holders of the outstanding securities of the issueﬂe“‘_/erytq C“en'F or s_ender _ _ _ _

2. The exemptions contained in sulidare available with J. Mail confirmation numberif applicable, or confirmation

respecto securities held for the account of a limited partnershipy client or sender of the furglor securitys return.
limited liability company or other type of pooled investment 2. If an investment adviser obtains possession of securities
vehicle,only if the entity has audited financial statementsdhat thatare acquired from an issuer itransaction or series of trans
distributedin compliance with pa¢c), and the investmenidviser actionsnot involving any public déring that qualify for the
notifies the division on FormADV that the investment adviser exceptionfrom custody under sul®) (b), the adviser shall keep
intendsto distribute the audited financial statements as prescridiée following records:
above. a. A record showing théssuer or current transfer agent’

(c) An investment adviser is not required to comply with paname, address, telephone number and aipglicablecontact
(d) with respect tahe account of a limited partnership, limitednformationpertaining to the party responsible for recording cli
liability company or another type of pooled investment vehiclent interests in the securities; and
thatis subject to audit at leashnually andlistributes annually its b. A copy of any legend, shareholder agreement or other
auditedfinancial statements prepared in accordance with genagreemenshowing that those securities &@nsferable only with
ally accepted accounting principlesall limited partners, mem prior consent of the issuer or holders of the outstanding securities
bers,or other beneficial owners, within 120 days of ¢nel of its  of the issuer
fiscal year Theinvestment adviser shall notify the division on (b) Each registered investment adviser whose princifiakof
FormADV that the investment adviser intends to comply with thg in this state who has custodypssession of securities or funds
auditsafeguards described above. of any client shall maintain and keep currég following books

(d) An investment adviser is not required to comply with sulandrecords in addition to those required under $ub.
(1) with respect to the accouat an investment company regis 1. A copy of all documents required in suf) (f) if the
teredunder the investment company act of 1940. adviseris authorized or permitted teithdraw a cliens funds or

(e) Aninvestment adviser is not required to comply with theecuritiesmaintained with @ustodian upon the advisginstrue
safekeepingequirements of sul{l) or thenet worth require tion to the custodian.
mentsof SDFI—Sec502 (ZDf the in\_/estment adviser has CUStOdy ) 2. A journa| or othemrecord Showing all purchases‘ Sales7
solely because the investment adviser is the trustee forabeneflpé@bipts and deliveries of securities, including certificate-num
trust, if all of the following conditions are met for each trust: bers, for all accounts and all other debits and credit¢he®

1. The beneficial owner of the trust iparent, a grandparent, accounts.
aspouse, a sibling, a child or a grandchild of the adviskose 3. A separate ledger account for each client showing all pur
relationships shall include “step” relationships. chasessales, receipts and deliveries of securities, the atade

2. For each account under sulid.the investment adviser price of each purchase and sale, and all debits and credits.
complieswith each of the following: 4. Copies of confirmations of all transactionteefed by or

a. The investment adviser provides a written statement fiar the account of any client.
eachbeneficial owner of the account setting forth a description of 5. A record for each security in which any client has a-posi
the requirements of sulfl) and the reasons why the investmenjjon, which record shall show the name of each client having any
adviserwill not be complying with those requirements. interestin each securifythe amount ointerest of each client, and

b. The investment advisebtains from each beneficial ownerthe location of each security
a signed and dated statement acknowledging the receipt of theg. A copy of each of the cliestquarterly account statements,
written statement required under suda. as generated and delivered by the qualified custodian. If the

c. The investment adviser maintains a copy of the documeatdviseralso generates a statement that is delivered to the client,
requiredin subd.2. a.andb. until the account is closed or thethe adviser shall also maintain copies of such statements along
investmentadviser is no longer trustee. with the date such statements were sent to the clients.

(f) Any adviser who intends to have custody of client funds or 7. If applicable to the advisersituation, a copgf the audi
securitiesbut is not able to utilize a qualified custodian as defingdr’s report and financial statements and letter verifying the
in sub(4) (c)shall first obtain approval from the division and shaltompletionof the examination by an independent certified public
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accountantind describing the nature and extent of the examingient assets in client accounts, but only widspect to clients’
tion. fun_dsand security futures, or other securities incidental to {rans

8. Arecord of any finding by the independent certified publigctionsin contracts for the purchase or sale of a commodity for
accountantof any material discrepancies found during théuturedelivery or options thereon.

examination. 3. Aforeign financial institution that customarily holiitsan
9. If applicable, evidence of the cliesttesignation of an Cial assets for its clients, provided that the foreign financial irstitu
independentepresentative. tion keeps the advisory clients’ assets in client accounts-segre

(c) If an investment adviser has custody because it advise® edfrom its proprietary assets.

pooledinvestment vehicle, as defined in s(#).(a)3, the adviser d) “Independent representative” for purposes of this section
shallalso keep the following records: means a person that satisfies the requiremerach of the fel

lowing paragraphs:

1. The person acts as agent for an advisory client, and the
personby law or contract is obliged to act in the best interests of
the advisory client. An advisory client includes,the case of a

1. True, accurate and current account statements;

2. If the investment adviser complies with s(®). (c), the
investmentadviser shall make and maintain ea€lthe following

records: ) pooledinvestment vehicle, a limited partner of a limited partner
a. Arecord of the date of the audit. ship, a member of a limited liability compangr a beneficial
b. A copy of the audited financial statements. ownerof another type of pooled investment vehicle.
c. Arecord evidencing the mailing by the issakits audited 2. The person doewmt control, is not controlled pgnd is not

financial statementdo all limited partners, members or otheundercommon control with, the investment adviser
beneficialowners within 120 days of the end of its fiscal year 3. The person does not have, and has not had within the past

3. If the adviser complies with sufl) (g), the investment two years, a material business relationship with the investment
advisershall make and maintain the following records: adviser. _

a. A copy of the written agreement with the independent paglstory: Cr.Registey December1999, No. 5289“.‘ 1-1-00;CR 04-074renum.

- FTS il (a) from s. DFI-Sec 1.02 (1@nd r and recrRegister December 2004 No. 588
reviewingall fees and expenses, indicating the responsibilities gf 1”1 _o5.Cr 08-077am. @) (intro.), (b) to (f), (2) (b) b, (9, (3) () (intro.),
theindependent third party 1.h.toj. 2.a., (b), (4) (), (c) and (d) Register December 2008 No. 634.
~b. Copies of all invoices and receipts showing approvéhéy 1-1-09.
independenparty for payment through the qualified custodian. DFI-Sec 5.04 Reporting requirements. (1) Every

_(4) (a) “Custody” for purposesf this section, means holdingjnyestmentadviser shall file with the division immediate notice
directly or indirectly client funds or securities, or having anyia facsimile or other electronic means whenever the net worth of
authority to obtain possession of them, or having the abiity the investment adviser is less than is required undeFs-Sec
appropriatethem in the following contexts, without limitation: g g2 (1), specifying the amount of net worth on the date of the

1. Possession of client funds or securities unless receivesticeand the steps the investment adviser has taken or will take
inadvertentlyand returned to the sengeomptly but in any case to come into compliance.
within three business days of receiving them, except that receipi2) Eachinvestment adviser shall file with the division a copy
of checks drawn by clients and made payable to unrelated thifthny complaint related to its business, transactiorepenations
partieswill not meet the definition of custody if they are-for jn this state, naming the investment adviser or any of its partners,
wardedto the third party within 24 hours of receipt and the advisgfficers or investment adviser representatives as defendants in
maintainsthe records required under s(®) (a) anycivil or criminal proceeding, or in any administrative or disci

2. Any arrangement, including a general power of attorneplinary proceeding by any public grivate regulatory agency
under which an investment adviser is authorized or permittedviithin 20 days of the date the complaint is served on the invest
withdraw client funds or securities maintained with a custodiamentadviser; a copy of any answer or reply to the complaint filed
uponthe investment advisarinstruction to the custodian; and by the investment adviser withitD days of the date the answer

3. Acting in any capacitysuch agieneral partner of a limited O reply is filed; and a copy of any decision, ordesanction made
partnershipmanaging member of a limited liability company  With respect to anguch proceeding within 20 days of the date the
a comparable position for another type of pooledestment decision,order or sanction is rendered.
vehicle,or trustee of a trust, that provides an investment adviser(3) (a) Except as provided in sulf®) and(4), each invest
or asupervised person out of the investment advisgal owner mentadviser shall file with the division any notice of chanfe

ship of, or access to, client funds or securities. control or change ohame, as well as any material change in the
(b) “Independent party” for purposes of s(b) (g), means a information included in the investmerddvisets most recent
personthat meets all of the following: applicationfor registration, in an amendment to Form ADV filed

1. The persoiis engaged by the investment adviser to act g‘\éjth the division within 30 days of the date of the change.

an intermediary for the paymemtf fees, expenses and capital  (b) Each investment adviser shall file a complete, updated
withdrawalsfrom a pooled investment. Form ADV with the investment adviser registration depository

2. The person doew®t control, is not controlled pgnd is not within 90 day; otheend of |ts_f|scal year . .
undercommon control with, the investment adviser (c) Each investment adviseepresentative and his or her

3. The person does not have, and has not had within the ﬁfﬂoymg investmentadviser or federal covered investment

two years, a material business relationship with the investm iser shall update information contained in an investment
y ’ P iserrepresentative’ application by filing an amendment to

adVISEE. . - . Form U-4 with the central registration depository withindy/s

(c) “Qualified custodian” for purposes of sulh), includes a of the date of the event that requires filing of the amendment.
lbroker—_dgalereg|st;e_red{_|tnc:¢r ch551, tSf[t.atS_" orany of the fol (4 Each investment adviser shall notify the division in writ
owing independen |.ns ltutions .or.en imes: ) _ing within 10 days from the first date the person who is the desig

1. A bank or savings association whose deposits are insumRfledsupervisor under FI-Sec 5.05 (7ho longer is acting in
by the federal deposit insurance corporation under the fede@t capacity The notification shall either identify a substituted
depositinsurance act. designatedsupervisor or undertake to identify to the division in

2. A registered futures commission merchant registerediting a substituted designated supervisor witthie 45 day
undersection 4f(apf the commodity exchangget, holding the periodprovided under DFI-Sec 5.05 (7)
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(5) (&) Each investment adviser shall notify the division isecurityholder of the assignor; but, if the investment advisar is
writing within 14 days of either thepening or the change of partnershipno assignment of an investment advisory contract is
addressn this state of any branchfick as defined in DFI-Sec consideredo result from the death or withdrawal of a minodfy
1.02(7). the members of the investment adviser having only a minority

(b) Each investment adviser shall notify the division in writinghterestin the business of thimvestment advisgror from the
atleast 14days after the closing in this state of any branéiheof admissiorto the investmeradvisor of one or more members who,
asdefined in sDFI-Sec 1.02 (7) afteradmission, will be only minority of the members and will

(c) The notification providetb the division under paga)or haveonly a mi(;lo_rity interest in the business. As useslib.(2),
(b) shall be made through thievestment adviser registration |rr1]vestbmenta visory contract me;aaeycontractCi;)ir agreement
depositoryfor registerednvestment advisers. Federal covere/€rebya person agrees to act as investment adwidermanage

investmentadvisers shall provi notification directl he anyinvestment or trading account for a person other than persons
divies?(t)n.e tadvisers shall providehe notification directly to the specifiedunder s551.403 (2) Stats., or DFI-Sec 5.12

(d) The notice filed for a branch opening pursuant to(par (4) An investment adviser shall not enter any contract with a

; T ; ; lient if the contract contains any condition, stipulation or-pro
is deemed filed in accordance with p@) upon receipt by the cle S X ; .

division of the appropriate filing fee arahy late filing fee due Visionbinding theclient to waive any rights under &1 Stats.,
pursuanto s.DFI-Sec 7.01 (6) (d) or any rule or order thereundefAny such condition, stipulation

or provision is void.

(5) No registered investment adviser may ey, extend or

. i . . . renewany investment advisory contract with a clignthis state
(a) Through thenvestment adviser registration depository fo[,,jassthe contract is in writing and a copy of the contract is given

registerednvestment advisers; _ to the client within 20 days after the execution of the contract.
(b) Directly with the divisiorfor federal covered investment (6) Eachinvestmentdviser who renders account supervisory

adH‘i’;fO?;_s2?&!}2?;2;3;2&23‘3;?%; %{5 Jof. 1-1-78; am. (2 o (4eg. O MaANAgEMen services shall provide at least annually to each
ister, DecemberL980, No. 300eff. 1-1-81; am. (1) and.cft) (b),Registey Decern Wisconsinclient a written summargf the clients account which

ber, 1982, No.324 ef.. 1-1-83; cr (5), Register December1989, No. 408ef.  includesinformation setting forth the name, quantity and market
1-1-90;am.(1) (a), r and recr(3), r (4), renum. (5) to be (4Registey December i

1080,No, 420 of. 1-1-61: am. (1) (a). 45) and (6)Register DocemberL991. No. valuhe ofdeach s'(te.curlty émder managemtent, and the total value of
432, eff. 1-1-9% am. (1) (a), cr(1) (c), Register December1994, No. 468eff. ~ Cashand Securiies under management.

1-1-95y. and re_cr(l),RegisterDecemberlQQS, No. 480ef. 1-1-96; am. (l), cr 7 Ever re istered investment adviser sha” em IO at |ts
(1) and (8).Registe; December 1998, No. 516 efi. 171-99; am. (1)Register, rir(m)i al offi></:e (?r designated fite of supervision in acc%rdyance
December1999,No. 528 eff. 1-1-00,CR 01-082am. (5) (a)Register December p_ p g p ! d ~
2001 No. 552eff. 1-1-02;,CR 02-102r. (7) and (8)Register December 2002 No. with s.DFI-Sec 5.03 (1)at least one person designated in writing
564, eff. 1-1-03,CR 08-077am. (1), (5) (a) and (b), renum. (3) to be (3) (a) and am i i — i i

(3) (b) and (c) renum. from DFI-Sec 5.01 (2) (d) 2. and 3. and am. (3)da}l recr ?hn tge _fqrm tpresgr_lbed In QFI. Sec 9.01 (tl) (br?md fl|ed_ V;/Ith d

(5) (c) and (6RegistetDecember 2008 No. 636f. 1-1-09;CR 10-062 cr. (5) (d), €aivision 10 act In a supervisory capacity wno Is regisiered as

(6) Eachinvestment adviser shall file a brancfiad renewal
noticeannually under pafa) or (b), as applicable.

am. (6) (b) Register September 2010 No. 65@ff. 10-1-10 aninvestment adviser representative in this state anddiesied
) ) the supervisory examination requirement i>§I-Sec 5.01 (5)
DFI-Sec 5.05 Practice and advisory contract rules. If a registered investment adviser is not in compliance with the

(1) Eachinvestment adviser shall establish written supervisorgquirementf this paragraph, it has 45 days from the first date
proceduresand a system for applying the procedures, whiaely  of noncompliance to meet the requirements of this paragraph.
reasonablype expected to prevent adetect any violations of ch. (8) (a) Unless otherwise provided in this subsection, each
551, Stats., and rules amddersthereunder The procedures shall jpyestmentadviser shall furnisto each client and prospectioi:
includethe designation and registration of a number of supervint 3 firm brochure and one or more supplements as required by

sory employees reasonable in relation to the number of its-regigjs sybsection. The brochure and any required supplement shall
teredinvestment adviser representativedices and activities in  qntainall information required by Part 2 of Form ADV asuth

this state. _ otherinformation as the division may require.
(2) An investment adviser shaiiot enter extend, or renew () 1. Each investmenmidvisershall furnish the current bro
anyinvestment advisory contract if the contract: churerequired by this section, and therrent brochure supple

(a) Provides for compensation to the investment adviser on thentfor each investment adviser representative who will provide
basisof a share of capltal gains upon, or papltal appreciation aflvisoryservices, to a client or prospective client.
the funds or any portion of the funds of a client other than a person 5. gqr purposes of this subsection jmvestment adviser rep

specifiedin s.551.403 (2) Stats., or sDFI-Sec 5.13 resentativés deemed to provide advisory services for a client
(b) Fails to provide, in substance, that no assignment of ttte investment adviser representative does any of the following:
contractmay be made without the consent of the client; or a. Regularly communicates investment advice to that client.

(c) Fails to provide, in substance, that the investment adviser |, Formulates investment advice for assets of that client.

if a partnership, shall noify the other paiythe contractof any ¢ - \akes discretionary investment decisionsdssets of that
change in the membership of the partnership within a reasonaalgni

time after such change. . . .
(d) Fails to disclose, in substance, the term of the advis d. So_I|C|ts, ofer_s or negotiates for the sale of or sells invest
' ' ‘?Wentadwsory services.

28#?;&%?&?@ fg?j\}iosg:; cft;geedtﬁg tflz)errgsl\g)sre?;ggggﬁéa Iﬁ; 3. _The_documents required in sufhdshall be furnished at the
amountof prepaid fee to be returned in the event of contract tdp!lowing times:

mination or non—performance, and whether the contract grants @. Not less than 48 hours prior to entering into any investment
discretionarypower to the adviser advisorycontract with a client or prospective client.

(3) Subsection(2) (a) shall not prohibit an investment aevi 0. Atthe time of entering into any contract, if the contract spe
sory contract which provides for compensation based upon t@iéically provides that the clieritas a right to terminate the eon
total value of a fund averaged over a definite period, or as of défiactwithout penalty within five business days after enteititg
nite dates or taken as of a definite date. “Assignmestyised in the contract.
sub.(2) (b)includes any direatr indirect transfer or hypotheca  (c) Each investment adviser shall, at least once a wéaout
tion of an investment advisory contract by the assignor or of-a catarge furnish or ofer in writing to furnish to eachf its clients
trolling block of the assignés outstanding voting securities by athe current brochure and any current brochure supplements
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requiredby par(a). If a client accepts the writterffer, the invest (a) Perform the investment advisory services within a specific
ment adviser shall send to that client the current brochure and sanrgaon the premises of the financial institution designated by
plementsnot later than 7 days after the investment adviser is natigreemenbetween the investment adviser and the financiat insti
fied of the acceptance. tution. Nothing in this paragraph prohibits the financial institu
(d) If the adviser is the general partneadimited partnership, tion f_rom carrying out ther ac_tivities Wlthlnthe desig_nated area,
the manageof a limited liability companyor the trustee of a trust, Providedthat no promotional signs or materiaksall be displayed
thenfor purposes of this subsection, the investment adviser siithin the designated aredher than those relating to the invest
treat each of thepartnershigs limited partners, the compasy’ mentadvisory services;
memberspr the trust beneficial owners as a separate client. For (b) Prominently display the identity of the registered invest
purposef this subsection, a limited liability partnership ordim mentadviser in the area on the premises of the financial institution
ited liability limited partnership is also considered to be a limitedesignatedinder par(a);
partnership. (c) Disclose the identity of the registered investment adviser
(e) 1. Each investment adviser that is a sponsor of a wrap feewithout limitation because of enumeration, all advertising, cor
programshall furnish to a client or prospective client in lieu of theespondencehusiness cards, promotional materials swbrds
brochurerequired in par(b), a wrap fee brochure containing allrelating to the investmenadvisets services provided on the
informationrequired by Form ADV All information in a wrap fee premisesof the financial institution. Materials described in this
brochureshall belimited to information applicable to wrap feeparagraphmay not display the financiahstitution's name or
programsthat the investment adviser sponsors. logotypein a manner thawould mislead clients as to the financial
2. An investment adviser is not required tieobr furnish the institution’srole in connection with the investment advisory ser
wrap fee brochure if another sponsor of the wrap geegram Vicesbeing ofered by the investment advisdfor purposes of this
offers or furnishes to the client or prospective client of the wraparagraphif the investment advis& name is no less prominent
fee program a wrajflee program brochure containing all the inforin the materials than the name of the financial institutiotinén
mationthatthe investment adviserwrap fee program brochuresize,style or color of typer in the placement or by use of lego
must contain. types, the materials are presumed to be not misleading.

3. A wrap fee brochure shall nbé used in place of any bro (d). Establish written supervisory procedures and a system for
churesupplement thahe investment adviser is required to-furapplying the procedures. The procedures shall comply with s.
nishunder par(b) 1. DFI-Sec5.05 (1)and shall be designed accomplish certain

(f) Each investment adviser shall amend its brochure and &pervisonfunctions, including but not limited to the following:
brochuresupplement and delivéhe amendments to clients not 1. Prevention and detection of violations of 6B1, Stats.,
morethan 30 days from the dateat the information contained in andany applicable rules and orders undersdi, Stats.
the brochure or brochure supplemésicomes materially inaceu 2. Establishment of a system under which the investment
rate. The investment adviser shall comply with the instructions t@jviserapproves, prior to use, copies of all advertising used by the
Part2 of Form ADV regarding updating and delivery financial institution relating to the investment advisory services

(9) Each investment adviser that renders substantiafgrdif conductedn the premises of the financial institution for e
enttypes of investment advisory services tdedtént clients may pose of ensuring compliance with s§51.501 551.502 and
providethem with diferent brochures, provided that each clien®51.504 Stats.; and
receivesall applicable information about services and fees. The 3. Establishment of a system that ensures that all books and
brochurefurnished to a clienhay omit any information required recordsrequired by rule or order under &1, Stats., are properly
by Part 2 of Form ADV if suclinformation is applicable to only maintained.
atype of investment advisoservice or fee that is not rendered (e) Disclose in writing prior to or at the time of enterintp

or chaged, or proposed to be rendered or gadr to that client o, cpinvestment advisory agreement that the investment advisory
or prospectlye c_Ilent._ ) ) ) servicesare provided by the investment adviser and not by the

(h) Nothing in this subsection shall relieve a@nyestment financialinstitution, that non-deposit investment products are not
adviserfrom any obligatiorpursuant to any provision of cbb1,  guaranteedy the financial institution, are not deposits or other
Stats. or other federal ostate law to disclose any information toppligationsof the financial institution, are not subject to any-fed
its clients or prospective clients not specificattyjuired by this eraldeposit insurance protection and involve risk, inclugtiog
rule. sibleloss of principal.

(9) Eachinvestment adviser thatarticipates in a wrap fee  (f) Notify the division at the timef filing notice of opening
arrangement with a broker—dealer shall disclose to each cligpthange of address of a brancfioef as required in ©FI-Sec
underthe arrangement the portion of the wrap fee that is attfibutio4 (5), that the dice is located orthe premises of a financial
ble to advisory services. This requirememdy be satisfied if the institution in this state, which notification shall include the iden
informationis contained in the brochure provided to the clieffty of the institution.
either by the investment adviser or the sponsor of the wrap fee(lz) No investment adviser or its investment advisgpre
arrangemeqt. . . . sentative, in connection with a telephone or electronic salicita

(10) No investment adviser may associate védtbank, sav tion shall:
ings institution, trust companysavings and loan association or
creditunionby contract, agreement or other means for the purp ; : . e
of that entity publishing or circulating advertising promoting th e%Ii?\\rlﬁr?t?fegrtl a?‘;leseyr](;Nr:éhovrwé?engtrtgreﬂCczl(l)?i:;ig%tﬁd' at the
servicesoffered by the investment adviser or assisting or provi 9 9 y P ; . :
ing information to persons to establish an advisory relationship (b) Telephone any person in this state between the hours of
with the investment adviser unless the promotional functoas 9:00 PM and 8:00 AM local time at the called persdotation
performedby persons registered as representatives oftrest ~ Without the individual$ prior consent.
mentadviser (c) Telephone or electronically solicit any person in this state

(11) Eachinvestment adviser which by contract, agreement 8fterthat individual has requested that they not be telephoned.
othermeans provides investment advisory services oprie (d) Make repeated telephone or electronic solicitations in an
isesof a financial institution that is not registered as an investmerinoying,abusive or harassing manpeitherindividually or in
advisershall: concertwith others.

(a) Fail to provide botlthe callers identity and the identity of
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32-1 FINANCIAL INSTITUTIONS — SECURITIES DFI-Sec 5.06

(e) Use threats, intimidation or obscene language in cennec (8) Placingan order for the purchase or sale of a securiheif
tion with securities recommendations, transactions or oths&ecurity is not registered or thsecurity or transaction is not
investmentadvisory activities. exemptfrom registration under c51, Stats.

(13) Eachinvestmentdviser shall provide clients with awrit ~ (9) Placingan order for a client, or recommendih@t the cli
tennotification or invoice of fees due farvestment advisory ser entplace an ordeto purchaser sell a security through a broker—
vices. The natification or invoice shall specify the time periodlealeror agent not registered under BB1, Stats., unless the <li
coveredby the fee for ongoing supervisory or management s@ntis a person described ir6&1.403 (2)a), Stats., or DFI-Sec
vicesor shall detaithe services rendered for preparation of finarb.12
cial plans or analyses. (10) Recommendindo a client that the client engage the ser

(14) Any person entering into or performing @mvestment vicesof abroker—dealeragent or investment adviser not regis
advisorycontract under this rule is not relieved of any obligatioferedunder ch551, Stats., unless the client is a person described
underch.551, Stats., or rules thereunder in s.551.403 (2) (a)Stats., or sDFI-Sec 5.12
( d)HI(SSt;)?c/) (YC)T-R?aeg?gg}b&lc%zbg‘r‘i-gg%‘k ,\f(f)lg%g am. E:é)lgsn)] a(f% (F?é’g fsf(tze)r (11) Failing accurately to describe or disclose in advertising
December,982, No. 32defl. 1-1-83; cr (8), Register Decemberl987, No, 384  OF Othermaterials used in connection with the promotion or trans
e o weciment i o e eat of e eeiment S

. , NO. 432efl. 1-1-92; am. A r e investment adviser or the nature of the investment advisory
o e Decembe 1o N Aet a6 o () (% ooyt Servicesoffered or the employment relationship between the
(12), Register December1996, No. 492eff. 1-1-97; correction in (2) (a) made investmentadviser and its representatives. For purposes of this

unders. 13.93 (2m) (b) 7., StatRegister April, 1998,No. 508 am. (1), (1) (d) 3. ionY iala” imi :
and(12) (intro.) Register December1098, No. 516ef. 1-1-99: cr (I1) (), Regis. subsection;other materials” include, but are not limited to, busi

ter, December1999, No. 528eff. 1-1-00; cr (13) and (14)Register December nesscards, business stationery and display signs.

2000,No. 54Q eff. 1-1-01; emay. r. and recr(8), ef. 1-1-01;CR 01-025r. and i i i it
recr. (8), Register July2001, No. 547%ff. 8-1-01;CR 02-102r. (14), Register 'tf‘llz)t l‘)l’a_klng_ or hawlng CUStQt%y)g)glfgt fusn%%;r getﬁumlets
Decembe002 No. 564ef. 1-1-03;CR 08-077am. (title), (1), (2) (a), (b), (3) to WIthOULbeIng In compliance wi eco. na tne ne

(7). (@), (b) L., 3. (intro.), (c), (e), (9). (9), (10)1%intro.), (b), (c) andd) 2., cr worthrequirement in sDFI-Sec 5.02 (2)
(Dlg‘gg‘rﬁgiﬁfgo%eﬁg%ieg g,?of_qﬁigf’g;;g:ggff ?g‘gfggg?é@ gi’;‘fe%;fgg (13) The subsections of this section shall apply to an invest

2010 No. 657 eff. 10-1-10; corection in (14) made under s. 13.92 (4) (b) 7., ment adviser representative of a federal covered investment
Stats.,Register September 2010 No. 657 adviseronly to the extent permitted by section 203 (b) (2) of the
investmentdvisers act of 1940, and only to théent the prohib

DFI-Sec 5.06 Prohibited conduct. Except a®therwise ited conduct involves fraud or deceit.
providedin sub.(13), the following are deemed “dishonest or (14 providinga report or recommendation to any client pre
unethicalbusiness practices” or “takingifair advantage of a €li paredby someone other than the investment adviseestment
ent” by an investment adviser or mvestment adviser representa aqviserrepresentative or federal covered investment adviser with
tive unders._551.412 (_4_) (rr_})Sta_lts., wuhout limiting those terms outdisclosing that fact. This prohibition does not apply i
to the practices specified in this section: tion wheretheinvestment adviseinvestment adviser representa

(1) Exercisingany discretionary power in placing an order fotive or federal covered investment adviser uses published research
the purchase or salef securities for the account of a client withouteportsor statistical analyses to render advice or where an invest
first obtaining written discretionary authority from the clientmentadviser investment adviser representative or federat cov
unlessthe discretionary power relates solely to the price at whigedinvestment adviser orders such a report in the nacmake
or thetime when, an order involving a definite amount of a speaf providing service.
fied security shall be executed, or both. (15) Chaging a client an unreasonable fee.

(2) Placingan order to purchase or sell a security for the (16) Failingto discloseo clients in writing before any advice
accountof aclient upon instructions of a third party without firstis rendered any material conflict of interest relating to the ivest
havingobtained written third party trading authorization from thenent adviser investment adviser representative or federat cov
client; eredinvestmentdviser or any of its employees, offilibited per

(3) Inducingtrading in a cliens account that is excessive insonswhich could reasonably be expected to impair the rendering
sizeor frequency in view of the financiedsources and characterof unbiased and objective advice including but not limited to:
of the account; (a) Compensation arrangemertsnnected with investment

(4) Recommendingo a client the purchase, sale or exchangadvisoryservices to clients which areaaldition to compensation
of any security withouteasonable grounds to believe that the refrom such clients for such services; and
ommendations suitable for the client on the basis of information (b) Chaging a client an investment advisory fee for rendering
furnishedby the client after reasonable inquagncerning the ¢li  investmentadvice when compensation forfeafting securities
ent’s investment objectives, financial situation and needs, and afmshsactionspursuant to such advice will be received by the

otherinformation known by the investment adviser; investmentadvisey investment adviser representative or federal
(5) Placingan order to purchase or sell a security for theoveredinvestment adviser or its employees, difiated persons.
accountof a client without authority to do so; (17) (@) While acting as principal foits own advisory

(6) Borrowingmoney or securities from, or lending money ofccountfo knowingly sell any security to or purchase any security
securitiesto, a client, unless that clieista financial institution or from a client, or whileacting as broker—dealer for a person other
institutional investor designated in551.401 (2) (bpr(c), Stats. thanthe client, to knowingly ééct any sale or purchase of any

(7) Misrepresentingo anyclient, or prospective client, the securityfor the account of the cliengithout disclosing to the eli

qualificationsof the investment advisénvestment adviser repre ENtin writing before the completion of the transaction the capacity

sentative federal covered investment adviser anyemployee, N which it is acting and obtaining the consent of the client to the
or person dfliated with the investment adviserinvestment transaction.. , _

adviserrepresentative or federal covered investment adwiser  (b) The prohibitions of this subsection shall apply to any
misrepresentin@]e nature of the advisory services bguffgred transa(;tlonN":h alcllent of a broker_d.ealer if the broker—dealer IS
or fees to behaged for such service, or to omit to state a materigPtacting as an investment adviser in relatiothe transaction.
fact necessary to make the statements made regarding qualifica(c) The prohibitions othis subsection shall not apply to any
tions, services or fees, in light of the circumstances under whitdansactionwith aclient of a broker—dealer if the broker—dealer
they are made, not misleading. actsas an investment adviser solely:
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DFI-Sec 5.06 WISCONSINADMINISTRATIVE CODE 32-2

1. By means of publicly distributed written materials orpub (f) Contains any untrue statement of a material fact, or that is
licly made oral statements; otherwisefalse or misleading.

2. By means of written materiads oral statements not pur  (g) Inthis subsection, the term “advertisement” includes any
porting to meet the objectives or needs of specific individuals etice,circular, letter or otherwritten communication addressed
accounts; to more tharobne person, or any notice or other announcement in

3. Through the issuance of statistical information containir@])y €/€ctronic or paper publication, lbgdio or television, or by

no expressions of opinion as to the investment merits of a partiély medium, that dérs any one of the following: N
lar security; or 1. Any analysis, report, grublication concerning securities.

4. Any combination of the foregoing services. 2. Any analysis, report, or publication thiatto be used in
(d) Publicly distributed writtematerials or publicly made oral Makingany determination as to when to buy or sell any security
statementsshall disclose that, if the purchaser of duvisory ©F Which security to buy or sell. _ _
communicatioruses the investment adviseservices in connec 3. Any graph, chart, formula, or other device to be used in
tion with the sale or purchase of a security which is a subject®fkingany determination as tehen to buy or sell any security
the communication, the investment adviser may act as princigaWhich security to buy or sell.
for its own account or as agent for another person. Compliance 4. Any otherinvestment advisory service with regard to secu
by the investment adviser with the foregoing disclosure requirties.
mentshall not relieve it of any other disclosure obligationder (20) Making, in the solicitation of clients, any untrue state
ch.551, Stats. mentof a material fact, or omitting to state a material fact neces
(e) In this subsection: saryin order to make the statement made, in light of the circum

1. “Publicly distributed writtenmaterials” means written Stances under which they are made, not misleading. .
materialswhich are distributed to 35 or more persons who pay for (21) Failing to establish, maintain, and enforce written poli
thosematerials. ciesand procedures reasonably designed to prevent the misuse of

2. “Publicly made oral statementsiieans oral statementsMaterial nonpublic information contrary to the provisions of Sec

madesimultaneously to 35 or more persons who foayccess to 110" 204A of the Investment Advisers Act of 1940.
thosestatements. (22) Disclosingthe identity investments, or othdmancial

(18) Guaranteeinga client thata specific result will be informationof any client or former client unless required by law
achievedwith advice rendered to do so, or unless consented to by the client.

- . . e : 23) Engagingin conductor any act, indirectly or through or
19) Publishing,circulating or distributing any advertisemen ( .
whgch)directly or i%directly dges any one 0% theyfollowing: 1;oy any other person, which would be unlawful for such person to

Ref ; ol of Kind Gt do directly under ch551, Stats., or any rule thereunder
me(r?t) ad\?iseer? itr?vaer;}t/ngeesr?trg%r\‘/lgeor %npyrelsr:anfact)t?\f: rgrlnfgege?;t COY,i (24) Usingany term or abbreviation thereof in a manner that
ered investment adviseror concerning any advice, analysis isleadinglystates or implies that a person has special expertise,

report. or other service rendered by stigkestment adviser or certification,or training in financial planning, including the mis
report, ; . y leadinguse of a senior—specific certificationagsignation as set
investmentadviser representative. forth in ch.DEI-Sec 10

(b) Refers to past specific recommendations of the investment
adviser, investment adviser representative or federal covergg
investmentdviser that werer would have been profitable to anyyq
person;except that amvestment adviser or investment adviser
representativanay furnish or dér to furnish a list of all rec

(25) Payinga cash fee or any otheconomic benefit, directly
indirectly, in connection with solicitation activities unless the
quirement®f pars.(a) through(d) are met.

(&) The solicitoris registered as an investment adviser or
ommendationsmade by the investment adviseinvestment investmentadviser representative or is exempt from registration

adviser representative or federal covered investment advis%?pro"ided for in sDFI-Sec 5.13 (2)

within the immediately preceding period of not less than one year(d) Thecash fee or any other economic benefit is paid by the
if the advertisement or list also includes both of the fouowing:!nvestmentadwser with respect to solicitation activities that are

1. The name of each security recommended, the date éwgersonain nature in that they arovided solely by means of:

natureof each recommendation, the market price at that time, the 1. Witten material or oral statements which do not purport to
price at which the recommendatias to be acted upon, and théneetthe objectives or needs of the specific client; or
mostrecently available market price of each such security 2. Statistical information containing rexpressions of opin

2. A legend orthe first page in prominent print or type thafonsasto the merits of particular securities or investment advisers;

statesthat the reader should not assume that recommendatidis o ) .

madein the future will be profitabler will equal the performance 3. Any combination of the foregoing services.

of the securities in the list. (c) The cash fee or any other economic benefit is paid pursuant
(C) Represents that any graph, Chart, formu|a, or other dev‘@ea written agl‘eem_ent to Wl’_ll_Ch the investment adviser is a party

beingoffered can in and of itself be used to determine whéchy ~ andall of the following conditions are met:

rities to buy or sell, owhen to buy or sell them; or which rep 1. The written agreement;

resents, directly or indirectlghat any graph, chartprmula, or a. Describes the solicitation or referral activities to be

otherdevice being déred will assist any persan making that engagedn by the solicitor on behalf of thevestment adviser and

person’sown decisionsas to which securities to buy or sell, othe cash fee or any other economic benefit to be received for such

whento buy or sell them, without prominently disclosing in suchctivities;and

advertisementhe limitations thereof and the fidulties with b. Contains an undertaking Higie solicitor to perform its

respecto its use. duties under the agreement in a manner consistent with the
(d) Represents that any report, analysis, or other service vidtructionsof the investment adviser and the provisiongtof

be furnished for free or without chge, unless such report, analy 551, Stats., and rules there under; and

sis, or other service actually is or will be furnished entirely free . Requires that the solicitaat the time of any solicitation or

andwithout any direct or indirect condition or obligation. referralactivities forwhich a cash fee or any other economic bene
(e) Represents that the division has approvedamivertise fit is paid or to be paid by the investment advipesvide the client
ment. with a current copy of the investment advisatisclosuralocu
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Published under 85.93 Wis. Stats., by the Legislative Reference Bureau.
32-3 FINANCIAL INSTITUTIONS — SECURITIES DFI-Sec 5.11

mentrequired under FI-Sec 5.05 (8and a separate disclosurehasfiled a notice with the division unders51.405 Stats. Each
statement adescribedn par (d), either in paper or electronic for registerednvestment adviser representatseeking renewal of
mat; and his or herregistration shall file for renewal with the central regis
2. Theinvestment adviser receives from the client, prior to d¢fation depository according to the depositsrgchedule.

atthe time of entering into any written investment advisory con (b) An agent of a broker—dealer thatalso registered as an
tract, a signed and dated acknowledgement of receipt of thnwestmentadviser or notice filed asfaderal covered investment
investmentadvisers writtendisclosure statement and the seliciadvisershallalso register as an investment adviser representative
tor’s written disclosure document; and of that investment adviser or federal covered investment adviser

3. The investment adviser makebana fide dbrt and has Pursuant to 551.404 Stats.

a reasonable basis for believing that the solicitor has compIiBg;i;tr%ﬁlg%g’Rﬁgiztgégf?iﬂ’f’glfgﬂ?ili‘géégfe%elc;lr; gegr?lgg‘ﬁ\elg_ijgg

with the agreement; and eff. 1-1-95; am. (1) and (2),.¢B) and (4)Register December1998, No. 516ef.

i i it 1-1-99:emeg. r. and recref.. 1-1-01;CR 01-025r. and rect Register July 2001,
4. The requirements in subds, 2. and3. shall not apply if No. 547eff. 8-1-01;,CR 02-102am. (1), renum. (2) to be (2) (a) and am.(2x (b),

the solicitor is any of the following: RegisterDecember 2002 No. 564ff. 1-1-03;correction in (2) (b) made under s.

; i ; 13.93(2m) (b)7., Stats.Register December 2004 No. 5&R 08-077am. (title),
a dv%e':foeartner officer, director or employee of suaivestment 37008 28 S aar2) (b) Register December 2008 No. 6&ff. 1-1-09.

b. A partney officer, director oremployee of a person that DFI-Sec 5.08 Withdrawal of registration. (1) An
controls,is controlled byor is under common control with suchapplicationfor withdrawal from the status of a registenedest
investmentadviser provided the status of the solicitor is disclosethent adviser under s551.409 Stats., shall be filed with the
to the client at the time of the solicitation or referral. investmentadviser registration depository on Form ADV-W

(d) The separate written disclosure document required to be(2) An application for withdrawal from the status of a regis
furnishedby the solicitor to the client pursuant to.gey 1. c.shall teredinvestment adviser representative shall be filed with the cen

containthe following information: tral registration depository on Form U-5 within 30 days ofti¢ie
1. The name of the solicitor; mination of the representative’ employment pursuant to s.
2. The name of the investment adviser: 551.409 Stats.

. L . g L History: Cr. Registey December1977, No. 264eff. 1-1-78; am. (1) and (2),
3. The nature ofhe relationship, including anyféifition,  RegisterDecember1979, No. 288ef. 1-1-80; am. (2)Registef December1982,

betweenthe solicitor and the investment adviser; No. 324 eff. 1-1-83; amRegistey December1994, No. 468eff. 1-1-95; am. (2),
.. . .Register,December1998, No.516 eff. 1-1-99 correction in (1) made under s.
4. A statement that the solicitor will be compensated for-solig3.93(2m) (b) 7.,Stats. Register August, 1999, No. 524€R 01-025r. and rect

itation or referral services by the investment adviser; RegisterJuly 2001, No547 eff. 8-1-01,CR 02-102am. (2),Register December
. . . 2002No. 564 eff. 1-1-03;CR 08-077 am.Register December 2008 No. 6&.
5. The terms of the compensation arrangement including.-a—oo.

descriptionof the cash fee or any other economic benefit paid
to be paid to the solicitor; and DFI-Sec 5.09 Denial, suspension, revocation and

6. The amount of compensation the client will gagny, in  censure. (1) Any orderdenying, suspending or revoking the
additionto the advisory fees, and whether ¢ash fee or any other registrationof an investment adviser or an investment adveser
economic benefit paid to the solicitor will be added to the advisdi§Sentativear censuring a registramtay include such other sanc
fee, creating a dferential with respect to the amount aed to  tions as the division finds appropriate.
otheradvisory clients who are not subjectth@ solicitor com (2) Forpurposes of £51.412 (1)Stats., the public interest or
pensatiorarrangement. protectionof investors does not require a showing of ongoing

(e) Nothing in this subsection shall be deemed to relieve afgmto summarily deny an application for a registration as an

personof any fiduciary or other obligation to which such persoH‘Hiestsgg‘_ergf‘%‘;ﬁ;;%;gﬁiseﬁq‘;gt Sgv;zfgﬁre:lriae—ig'natlitll::/e}eg]}ster

may be subject under any law o December1998, No516 ef. 1-1-99;CR 08-077 renum. to be (1) and am., (@)’

History: Cr. Register Decemberl977, No. 264ef. 1-1-78; am. (intro.) and (1), RegisterDecember 2008 No. 636f. 1-1-09.

renum.(2) to be (8) and am.,.q®) to (7),Register December1980, No. 300eff.

1-1-81; am. (9), c((10),Register December1986, No. 372eff. 1-1-87; cr (11), C s .

RegisterDecember1989, No. 408eff. 1-1-90 am. (9), (10)Registey December DFl_SeC 5-10 EIectronlc filing. (1) Each investment

’{‘992%0. 1}495 e{f. 351—97;(233. (lntro.)bC(lZ)ekl)nd l%ggRﬁlglstseerD?fcimlbeo%ggg, advisershall file a copy of its current form ADV Parts 1 and Il
0. eff. 1-1-99; am. (6)Register December. , No. 528eff. 1-1-00; ; ; ; i ; ;

04-074 am. (12)Register December 2004 No. 5&fF. 1~1-05.CR 08-077 am. electronicallywith the Investment Adviser Registration Deposi

(title), (intro.) to (6), (9), (10) and (13),and recr(7), cr (14) to (23Register Decem  {OrY.

ber2008No 636, ef 1-1-09; corrections in (9) and (10) madeler s13.92 (4) (b) i i i i

7., Stats.Register December 2008 No. 68nR0829 emeg. cr. (14), ef. 9-18-08; . (2t)h Atny dOCltJmentsttOI’dfteez ref.(?ugqu]e filed Wlthtt{;e divi ted

CR 08-095 cr. (24)Register March 2009 No. 636f. 4-1-09;CR 10-062cr. (25) ~ Slonthat are not permitted to be Tilea with, or cannot be accepte

Register September 2010 No. 65%ff. 10-1-10. by, the investment adviseegistration depository or the central
. ) S ) registrationdepository shall be filed directly with the division.
DFI-Sec 5.07 Registration and notice filing period. (3) Each investment adviser thiatregistered in this state on

(1) Theregistration of an investment advispires on Decem january 1, 20 shall file a copy of its current form ADV Part 2
ber31 of each yearEach registered investment adviser seekingectronically with the Investment AdvisRegistrationDeposi
renewalof its registration shall filéor renewal with the invest tory by no later than July 1, 201

mentadviser registration depository according todbpositorys History: emeg. ct eff. 1-1-01;CR 01-025cr. Register July 2001, No. 54.
schedule. 8-1-01CR 02-102am.Register December 2002 No. 5@#. 1-1-03;CR 08-077

. . . . am.Register December 2008 No. 6&8. 1-1-09;CR 10-062r. and recr. Register
(2) (a) The registration of an investment advisgpresenta Septer%berzolo No. 657¢ff. 10_16_10_ 9

tive expires on the same dagthe expiration of the registration

of the investment adviser or the notice filing of the federal coveredDFI-Sec 5.11 Federal covered investment adviser
investmentadviser which the person represents. The registratinatice filing procedure. (1) The notice filing for a federal

of an investment adviser representative is rfecé¥e during any coveredinvestment adviser pursuant to551.405 Stats., shall be
periodwhen the investmentdviser which that person representfiled with the investmenadviser registration depository on Form

is not registered, or when the federal covered investment advid®V. A noticefiling for a federal covered investment adviser
thatthe person represents does not havefantefe notice filing shallbe deemed filed when the fee on deposit with the investment
with the division, or during any period when the representativeddviserregistration depository has been allocated to the division.
not employed either by a specified investment advisgistered Any documents or fees required to be filed with the division that
underch.551, Stats., or a federal covered investment adviser there not permitted to be filed with, or cannot be acceptedhsy
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Published under 85.93 Wis. Stats., by the Legislative Reference Bureau.

DFI-Sec 5.11 WISCONSINADMINISTRATIVE CODE 32-4

investmentadviser registratiodepository shall be filed directly a cashfee or any other economic benefit is paid for such referral
with the division. doesnot trigger any of the following as being a person:

(2) A federal covered investment adviser shall file all amend 1. Subject to an order of the U.S. Securities & Exchange-Com
mentsto its Form ADV with the investment adviser registratiofnissionissued under section 203(f) of the Investmidvisers
depositoryaccording to the instructions to Form ADV Act of 1940;

(3) Eachfederal covered investment adviser seeking renewal 3  gypject to an order of the administrattire securities
of its notice filing shall filefor renewal with the investment ggminjstratorof any other state, the U.S. Securities and Exchange
adviser registration depository according to thevestment commission,or any self regulatory ganization denying, sus
adviserregistration depository'schedule and instructions. Anyenging or revoking registration as a broker-dealagent,
arp])pllll%atlgnfor rg_Te(\j/val gf a notice filing underhth|s hpa][agraplivestmentadviser or investment adviser representative or bar
zeaosifwitehemz :r?ve:tr:ngrrltsasds\%si?sr?iagtsrétygneget gsiﬂ?n: on ring the person from the securities or advisory industry or associ
begnallocate d to the division 9 P % atingor afiliating with the securities or advisory industgntered

T . _afternotice and opportunity for hearing;

(4) Each federal covered investment adviser shall pay its 3. Convicted within th . ¢ el
branchoffice renewal fees prescribed in5&1.614 (2) Stats., to . Convicted within the previous ten years of any felomy

any misdemeanor involving conductlescribed in section

the division by December 1 of each year .
History: emeg. cr eff. 1-1-01;CR 01-025cr. Register July 2001, No. 54, 203(e)(2)(A)through (D) of the Investment Advisers Actl§i40;

8-1-01;,CR 027102 am. (3),Register December 2002 No. 5@&f. 1-1-03;CR 4. Convicted within the previous twars of any felony)r
98 07¢ am- (ttle) and (1) to (3). £4) Register December 2008 No. 63f. 5 isdemeanor involving conduct described iB51.412 (4)
o . ~ (c), Stats.;
DFI-Sec 5.12 Transition filing. An agent who is regis 5. Found by the U.S. Securities & Exchange Commission to

teredin thisstate on December 31, 2008 for a registered bmkeﬁéveengaged, or has been convicted of engaging in, any of the

dealerthat was also approved to act as an investment adviseg i, ,ctspecified in section 203(e)(1), (5) or () of the Investment
this state and who also met the examination requiremenbDiRls. AdvisersAct of 1940

Sec5.01 (3) shall make a transition filing electronically with the .
investmentadviser registration depository not later than June 1, 6. Found by the administrator to have engaged, or has been

2009. convicted of engaging in,any of the conduct specified in s.
History: emeg. ct ef. 1(—)1—01;CR 01-025¢c Register July 2001, No. saf,  551.412(4) (a) (b) or (f), Stats.;
8-1-01,CR 02-102 am. (4) Register December 2002 No. 5&#. 1-1-03,CR 7. Subject to an ordgudgment or decree described in section
08-077r. and recrRegister December 2008 No. 63, 1-1-09. : .
 andrecrregister becember o6 203(e)(4)of the Investment Advisers Act of 1940;
DFI-Sec 5.13 Registration exemptions. (1) Forpur 8. Subject to an ordejudgment or decree described in s.

posesof s5.551.403 (2)and551.404 (2) Stats., an investment 551 .412(4) (d), Stats.

adviseror an investment adviser representative is exempttfiem ; .~ - .
registrationrequirement if its only transactionsfesfted in this fi or(lbr)e (?ueif:r']\qlgﬁtan order of the administrataiving the registra

stateare with: _
a) This state or any of its agencies or political subdivisions _(3) For purposes of s551.102 (16) (c)Stats., “associated
@ y 9 P with” does not include third party solicitordhose only relation

the state investment board. ip with a federal covered investment adviser is a contract to
(b) The federal government or any of its agencies or mStrE,ngicit or refer clients in return for compensation.

mentalities. ) )

(2) A solicitoris not required to be registered as an investment (4) A supervised person of a federal covered investment
adviseror as an investment adviser representatfitree solicitor 2dvisernotice filed in this state is exempt from the registration
is in compliance with all requirements of BEI-Sec 5.0625), requirementn s.551.404 (1) Stats. jf that supervised person has

andthe solicitor satisfies pa) or (b). noH_pIace ?:beé;sge_fss 'F': this séate. ber 2008 No. 636, 1-1-09:CR
. P P . . istory: — cr. Register December 0. . 1-1-09;
(a) Provides solicitation activitiethat are impersonal in naturegg_gsg or (4) Register December 2009 N®48 efl. 1-1-10:CR 10-062 r. and

asset forth in sDFI-Sec 5.06 (25) (band the solicitor to whom recr. (2) Register September 2010 No. 65&ff. 10-1-10.
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